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Innovation is the means by which enterprises 
create wealth. Enterprises that learn how to 
integrate innovation into strategy, and strategy 
into the process of innovation, will gain a 
competitive advantage and optimize the 
enterprise's creation of wealth. 

There are seven basic innovation strategies — 
customer, competitor, technology, stakeholder, 
project, resource and culture driven. 

CUSTOMER DRIVEN 

An enterprise that is customer driven focuses its 
innovation efforts to meet the needs of its 
customers. Embedded in this trait is the 
assumption that the enterprise understands the 
needs of its customers, which is not always the 
case. The kind of innovation that results will 
depend entirely on the type of customer the 
enterprise chooses to focus on. The feedback 
mechanisms will closely tie the enterprise and 
customer set together. Internal processes and 
procedures will be focused on the end customer as 
opposed to internal considerations. The 
measurements of the enterprise will be heavily 
loaded with customer satisfaction assessments. 
This type of enterprise is primarily reactive; it 
makes no move until the customer says so. In 
today's environment customer-driven enterprises 
have a strong emphasis on traditional quality. 
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They cherish the long-term relationships with their customers and this may even translate into personal 
friendships. Commonly, the management of the enterprise will come from a background of sales and 
marketing, internally promoted. 

Service enterprises are almost always customer driven. If they aren't, they will quickly lose their customers. 
However, if they are only customer driven, they will lose their customers to their competitors. The 
entertainment and food industries are also primarily customer driven. It is rare that one wants to go to an 
experimental restaurant, and entertainment becomes art as it moves away from being customer driven. 
Suppliers of large enterprises are customer driven. Many times their market is dominated by a single 
customer. They have grown up and with their customer, and they live, and unfortunately die, with that 
primary customer. 

The innovation profile of a customer-driven enterprise is flat — product, process or procedure and 
incremental, distinctive or breakthrough. Any particular type of innovation is just as likely as any other type. It 
depends on the type of customer being satisfied and those customers' specific needs. Therefore, while there 
are specific innovation tendencies for individual customer-driven enterprises, there is no general tendency. 

COMPETITION DRIVEN 

Competition-driven enterprises are those that track carefully each move of their competitors and respond in 
like fashion. Their highest goal is to achieve the status of the "fast second." Acer grew from less than a $100 
million to a $1 billion company and the largest computer manufacturer in Taiwan, with the strategy of being 
the best second. Enterprises that are competitor driven are initially reactive. As they mature and reach an 
advanced stage of development of their strategy they become predictive, and they do an excellent job of 
tracking and predicting their, often multiple, competitors. 

Competition-driven companies typically wait for someone else to develop the market before they make entry. 
They are typically managed by operations people, who keep constant pressure on getting the product out. 
Measurements emphasized are market share and cycle time. Good examples include consumer goods 
companies of all types; in particular, the soft drink companies, over-the-counter drug companies, and 
automobile companies are the epitomes of competitor-driven enterprises. 

The innovation profile of competition-driven enterprises is flat across products, processes, and procedures. 
The activity focus will shift back and forth among these as the battle goes forward in time. However, there 
are differences in the class of innovations. Competition-driven enterprises are not likely to produce 
breakthroughs; instead, they are much more likely to produce incremental and distinctive innovations. 

TECHNOLOGY DRIVEN 

Technology-driven enterprises are caught up in the "technology chase." As in the film and television series 
The Paper Chase, which depicted the pursuit of a law degree, the chase itself becomes the dominating driving 
force. The technology chase is an alluring quest. Technology is developed worldwide, and to enter into the 
technology chase is to compete in a global arena. However, the research and product development portions 
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of an enterprise can easily drift away from the market in the technology chase. It is easy for them to start to 
consider the global technology competition instead of delighting or even satisfying customers. They argue for 
competitive advantage based on technological innovation, and make compelling arguments. The quest is 
alluring because there seems to be endless potential in the technology. Technology appears to be able to solve 
every problem, and, each advance of the technology just serves as a spark to ignite the next stage of advance. 
Unfortunately, because technology follows the traditional S curve of advancement, as the technology reaches 
the saturation point, each new development costs more than the one before. That's when the real game 
begins, as the technologists then have to ask for more and more money to keep the game alive. 

Technology-driven companies typically are either managed by a technical person; or else the R&D parts of 
the enterprise are very strong. R&D may even operate semi-autonomously. Because the enterprise needs 
money to fuel the technological development, and also to counterbalance the influence of the technologists, 
quite often these enterprises have strong financial managers who can watch the money, and leverage its use. 
These enterprises start out being very conscious of their technological competitors, but as they see more and 
more of their competitive advantage being built on the technology, they turn inward, they become insular, 
and also very security conscious. 

The innovation profile of a typical technology-driven enterprise would indicate a strong influence on 
breakthrough and distinctive innovations, mainly in the product area. 

STAKEHOLDER DRIVEN 

The nature and character of a stakeholder-driven enterprise vary depending on the type of stakeholder. 
There are both internal and external stakeholders. Stakeholders can be the enterprise's employees, an 
individual visionary within the enterprise, the community within which the enterprise exists and operates, or 
the stockholders; they may be blends of both internal and external, such as labor unions. 

EXTERNAL STAKEHOLDERS. An institutional stockholder has different demands of the enterprise than an 
individual investor. Enterprises driven by institutional stockholders typically invest a great deal of energy in 
making each quarterly income statement look good, since the price of the stock rises and falls depending on 
the investors' confidence in the enterprise. This drives a lot of short-term thinking within the enterprise, and 
influences the enterprise to institute an emphasis on innovation that reduces costs. A typical innovation 
profile would show a strength in incremental process and product innovations. 

An individual investor typically would be a little more patient, although even this is changing in the United 
States as investors search for faster returns. However, they don't typically have the collective clout to 
influence companies that the institutional investors have. They would typically prefer to have the company 
invest more in distinctive innovations than the institutional investor, and in some cases are willing to invest in 
breakthroughs. This is especially true of the investors in privately held companies. Venture capitalists, 
business "angels," and private investors typically look more for the potentially higher rewards that come from 
the higher-risk breakthrough and distinctive innovations. They also would prefer to see tangible results of the 
innovations, so they look more for product innovations. They are rarely interested in process innovations 
unless they involve hardware or software. However, there is now a growing interest in procedural innovations 
as a significant return for E-commerce and service-oriented enterprises has been shown. 
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Enterprises can be strongly driven by the surrounding community as well. The enterprise's attention is totally 
on the needs and requirements of the surrounding community. Except in extreme cases, this is a short-lived 
phenomenon. Usually an issue arises in which the enterprise finds itself embroiled, and it must respond to the 
community in a timely fashion. However, counterexamples do exist. In Austin, Texas, for example, the real 
estate development enterprises operating there are to a large extent captives of the strong community 
emphasis on environmental quality. These enterprises must demonstrate their dedication to the environment 
before they can succeed in that community. 

More traditional examples are enterprises like the McNeil Consumer Products Company, which dealt 
successfully with its Tylenol-brand tainted products. This situation has become a classic example of how to 
react to community pressure. On the other hand, Exxon and its unsuccessful dealings with the global 
community during and after the Exxon Valdez disaster provide the classic example of how not to deal with 
community pressure. 

The innovation profile of the stakeholder-driven enterprise is typically strongest in the procedural area. The 
nature of community requirements will cause the enterprise to look toward breakthrough, or at least 
distinctive, innovations, particularly in the area of communications. 

Another way of defining community is by looking at the regulatory arena, since regulatory systems operate in 
many environments and generally represent a greater community. Enterprises operating in a heavily regulated 
environment often find themselves in highly reactive modes. A good example of this is the current regulatory 
environment for the pharmaceutical industry. The Federal Drug Administration has taken some very strong 
stances, and those enterprises that wish to participate in the future of this industry must respond. Regulations 
appropriately conceived and written can actually incent innovations, but generally they act as inhibitors of 
innovations. This can become a vicious cycle. 

Two most interesting historical examples of regulation incenting innovation are the antitrust cases brought by 
the justice Department against AT&T and IBM. In AT&T's situation, the company took advantage of the 
shifting environments to serve everyone's purposes, especially its own. Understanding that the efforts behind 
this response to the community were tremendous, and difficult to accomplish, the situation still afforded 
great opportunity for AT&T to innovate in all areas. Ultimately, this may prove to have been the opportunity 
of an organizational lifetime. 

IBM's reaction on the other hand, was to fight the driving forces for change in an attempt to hold on to the 
past. They won their case and kept IBM together, only to have the driving forces prevail and tear it apart a 
few years later. When this happened, it actually caught IBM completely off guard. They had no time for 
planning, much less to gain control of the situation. 

The justice Department case against Microsoft is proceeding, and it will be years before we will be exactly 
sure of the total impact it will have on the company's innovation profile. 

INTERNAL STAKEHOLDERS. Internal stakeholders can also drive innovation. Individual leaders with a 
personal vision of the future can drive an enterprise in an attempt to make that vision a reality. The 
innovation profile of the individual visionary is, not surprisingly, breakthrough, perhaps distinctive; it is never 
incremental. 



Glocal Vantage, Inc., PO Box 26947, Austin, TX 78755-0947 USA, (512) 302-1935, 

INFO@GLOCALVANTAGE.COM , WWW.GLOCALVANTAGE.COM 



Employees can become strong stakeholder forces in extreme situations. Their impact on the enterprise and its 
innovation capabilities can be significant. In recent times several situations have developed in which the 
employees and their needs have overtaken the enterprise. These situations typically arise when an outside 
force is threatening the enterprise. Generally, the innovation profile of employee-driven enterprises is high in 
the procedural area. 

INTERNAL/EXTERNAL STAKEHOLDERS. An example of a blend of the internal and external driver is labor 
unions. They are composed of members of the enterprise, but have management that is outside the 
enterprise. In the past there have been many enterprises in the United States that were labor union driven. 
This forced an emphasis on procedural innovations, quite often in the form of benefits and working 
conditions, which often inhibited other kinds of innovation. Enlightened labor leaders have now recognized 
this problem and are helping enterprises focus on product and process innovations through the quality 
movement. 

PROJECT DRIVEN 

Enterprises that are project driven are dominated by the need to experience the sense of accomplishment that 
comes from successful completion of projects. Their projects involve very large and complex systems that 
take on a life of their own. Examples populate the federal laboratories, the space program, and groups within 
very large companies. The completion of the task becomes the driving force for the enterprise, even if the 
project starts initially from a customer- or technology-driven focus. The superconducting supercollider 
project, until its cancellation, offered a good example of a project-driven enterprise. An excellent earlier 
example is NASA's efforts to put a man on the moon. The innovation profile is strongly breakthrough and 
distinctive, with an emphasis on product. 

RESOURCE DRIVEN 

Enterprises that are resource driven quite often view themselves as being constrained. Resources (money, 
people, facilities, intellectual property, and strategic relationships) accumulated from past accomplishments 
need not be "boat anchors" to innovation; however, the enterprise must be willing to let go of the past if the 
past does not serve its innovation purposes today. This doesn't necessarily mean that the enterprise should rid 
itself of its resources. Resources are renewable and thus can continue to benefit the enterprise indefinitely. It 
is only when the mentality of the enterprise does not allow the resource to be changed, insisting instead on 
milking the resource of its value without investment in its future, that there are destructive consequences. In 
fact, the "cash cow" mentality is deadly in today's environment. 

Quite often innovations in the ways the resources are used can drive the enterprise in very positive ways. For 
example, a small start-up company, low on money and short of people, can be innovative in its use of 
strategic relationships to grow both itself and its strategic partners. 

Resource driven enterprises place a great deal of emphasis on assessing their positions relative to "best 
practices" or "best of breed" measures. These benchmarking measurements are largely focused on and useful 
for enterprises that are resource driven. This is a "mental bondage" problem; these enterprises view 
themselves as constrained and therefore act in that manner. Whereas enterprises that are competitor or 
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technology driven use measurement tools associated with technology forecasting, resource-driven enterprises 
make heavy use of benchmarking tools. 

The innovation profile of the resource-driven enterprise shows predominately incremental process and 
product innovations. No large changes, which are associated with risks, are considered. 

CULTURE DRIVEN 

Culture-driven enterprises can have any type of innovation profile. It really depends on the culture. A 
company like Genentech has a breakthrough product orientation, whereas an enterprise like the federal 
government has an orientation to incremental procedure. When the enterprise is culture driven, it is a slave to 
its past. It has painstakingly developed the culture through trial and error to find the formula for success, and 
that culture is very difficult to change. 

Culture-driven enterprises can be very efficient when the culture is developed to optimize the enterprise's 
operation. When the culture is initially developed, it is also effective. The early culture matches the capabilities 
of the enterprise to the market, but as the environment changes the culture can get out of phase with the 
market, and then the enterprise will run into trouble. If attention has not been paid to the market for a long 
time, the culture will be vastly different than what is required, and there will not be enough time to make 
needed changes. 

The culture of an enterprise can have a life of its own; in spite of many attempts to change it, it remains the 
same. The U.S. Postal Service is a good example of a culture- and resource-driven enterprise that has yielded 
very little to several attempts at change. 

MARKET DRIVEN INNOVATION 

In today's environment, it is highly unlikely that anyone of these pure, basic innovation strategies would yield 
competitive advantage for very long. The opportunities and threats in the market change too rapidly, and the 
desires of stakeholders are mercurial. Moreover, what will attract and develop the resources of an enterprise 
today will very likely not be the same next year. What is needed therefore is not the selection and adoption of 
one of the basic strategies, but a mix of strategies that could and will likely change over a relatively short time 
period. The innovation strategy of an enterprise must be market driven and dynamic. 
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